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AMERICAN INSTITUTE OF ACCOUNTANTS 


Meeting of Council 

The spring meeting of council of the 
American Institute of Accountants took place 
on April 9th at the offices of the Institute at 
New York. The following members of council 
were present: 

Lewis Ashman, Illinois 

John D. Cherrington, Ohio 

Will-A. Clader, Pennsylvania 

Charles B. Couchman, New York 

C. C. Croggon, Maryland 

Allan Davies, New York 

W. Sanders Davies, New York 

S. G. H. Fitch, Massachusetts 

John F. Forbes, California 

William B. Franke, New York 

P. W. R. Glover, New York 

James Hall, New York 

James J. Hastings, New Jersey 

Elmer L. Hatter, Maryland 

F. H. Hurdman, New York 

William H. James, Georgia 

E. G. H. Kessler, Missouri 

William M. Lybrand 

I. B. McGladrey, Iowa 

J. K. Mathieson, Pennsylvania 

Philip N. Miller, New York 

Walter A. Musgrave, Connecticut 

John B. Niven, New York 

C. F. Rittenhouse, Massachusetts 

W. Q. Sharp, Mississippi 

Archie M. Smith, Louisiana 

S. L. G. Sutherland, Massachusetts 

William H. West, New York 


The report of the secretary, outlining the 
work of the half year, which is printed else- 
where in this Bulletin, was received. The 
council also heard reports of the executive com- 
mittee and standing and special committees on 
professional ethics, federal legislation, meet- 
ings, publication, state legislation, accounting 
procedure, codperation with bankers, codpera- 
tion with investment bankers, codperation with 
other organizations, codperation with stock ex- 
changes, development of accounting principles, 
development of the Institute, governmental ac- 
counting, inventories, natural business year and 
public relations. 


I. Graham Pattinson of Los Angeles and 
Paul Knight of New York were elected as 
members of the council for the balance of the 
fiscal year to fill vacancies which had occurred 
during the year. 

The council discussed suggested methods of 
extending adoption of the natural fiscal year 
among industrial groups. 


Following are resolutions adopted by the 
council on the death of two outstanding mem- 
bers of the Institute, Joseph E. Sterrett and 
Charles S. Ludlam: 


“The council of the American Institute of 
Accountants has learned with profound sorrow 
of the passing of Joseph Edmund Sterrett. 


“Mr. Sterrett had played a part in the de- 
velopment of modern American accountancy at 
least as great as that of any other member of 
the profession. In 1904 he was the president 
of the first international congress of account- 
ants. From 1909 to 1911 he served as presi- 
dent of the American Association of Public 
Accountants, the national organization which 
preceded the American Institute of Account- 
ants. In 1915 he served as chairman of the 
special committee on form of organization 
which was responsible for the creation of the 
American 'nstitute of Accountants. There- 
after for many years he was treasurer of the 
Institute, member of council, member of execu- 
tive committee, chairman of committee on pub- 
lication and participated actively in most of the 
major undertakings of the Institute. He gave 
without stint or hesitation of his time and great 
abilities to the building up of accountancy. In 
spite of the enormous demands upon his time 
made by the important international services 
which he rendered to his country, he was ever 
ready to devote his energies and his time to the 
furtherance of all that made for the betterment 
of the profession. As an accountant his abili- 
ties were unexcelled, his tact and graciousness 
were unparalleled, his broad vision and keen 
discernment were ever at the service of his 
chosen profession. No demands upon him were 
too great to be granted. His going leaves a 
vacancy that can not be filled. 
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“He was a brilliant executive, a model of 
what an accountant should be, a good friend, 
and above all a noble gentleman. 


“Therefore the council of the American In- 
stitute of Accountants, representing the entire 
membership of the organization, unanimously 
adopts the following resolution: 

“Be it resolved that the council of the 
American Institute of Accountants in meeting 
assembled hereby records its deep sorrow at the 
passing of Joseph Edmund Sterrett, one of the 
great founders of the modern profession and in 
adopting this resolution desires to place on 
record its permanent gratitude for the services 
which he rendered and for the magnificent ex- 
ample which he has left for the entire profes- 
sion 


“Be it further resolved that this preamble 
and these resolutions be spread upon the 
minutes of the council of the Institute and a 


copy be sent with expressions of profound sym- 
pathy to the family of Mr. Sterrett.” 


“RESOLVED, That in the death of Charles 
Stewart Ludlam the entire profession of ac- 
countancy has suffered an irreparable loss. His 
services to his country during the world war 
were noteworthy, and during his entire profes- 
sional career his efforts had been effectively di- 
rected toward the raising of technical standards 
and the firm establishment of accountancy as 
a profession. Mr. Ludlam served as vice- 
president of the American Institute of Account- 
ants, as a member of the board of examiners 
and on several important committees. 


“He was a man of keen intelligence and 
ready wit. He had a splendid capacity for 
friendship and an exceptionally clear vision. 

“The council of the American Institute of 
Accountants in meeting assembled records its 
sorrow and directs that this resolution be spread 
upon the minutes of the council and a copy 
be sent to Mr. Ludlam’s family and to his asso- 


After transacting routine business before it, 
the council adjourned shortly after noon. The 
members were guests of the president at 
luncheon at the Bankers’ Club. 


Officers Visit State Societies 


On the day following the council meeting 
John F. Forbes, president of the Institute, ac- 
companied by the secretary, proceeded to 
Indianapolis to attend a meeting of the Indiana 
Association of Certified Public Accountants on 
April 11th. The Institute’s officers were also 
scheduled to attend meetings of the Kentucky 
Society of Certified Public Accountants at Louis- 
ville on April 12th, the Arkansas Society at 
Little Rock on April 13th, the Tennessee 
Society at Memphis on the 16th and a joint 
meeting of the Minnesota chapter of the 
American Institute of Accountants and other 
Minnesota certified public accountants at 
Minneapoiis on April 18th. 

Examinations 

The regular spring examinations of the 
American Institute of Accountants will be held 
May 17th and 18th, and codperating state 
boards of accountancy will hold simultaneous 
sessions. Following is the schedule of ex- 
aminations: 

Thursday, May 17, 1934 


9:00 A. M. to 12:30 P. M. Auditing. 
1:30 P. M. to 6:30 P. M. Accounting theory 
and practice. Part I. 


Friday, May 18, 1934 
9:00 A. M. to 12:30 P. M. Commercial law. 


1:30 P. M. to 6:30 P. M. Accounting theory and 
practice. Part II. 


Rule No. 7 


The committee on professional ethics has re- 
quested that members of the American Institute 
of Accountants be reminded of rule No. 7 of 
the rules of professional conduct, which reads 
as follows: 

“No member or associate shall take part in any 
effort to secure the enactment or amendment of any 
state or federal law or of any regulation of any 
governmental or civic body, affecting the practice of 
the profession, without giving immediate notice 
thereof to the secretary of the Institute, who in turn 
shall at once advise the executive committee or the 
council.” 

There has recently been some discussion as 
to the propriety of the rule, which the com- 
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mittee on professional ethics has come to the 
conclusion is entirely proper. It was presum- 
ably adopted by the council as the most con- 
venient means of putting members on notice 
that they were expected to advise officers of the 
Institute of the introduction of legislation af- 
fecting accountancy. The committee considers 
it an obligation of every member to transmit 
to the headquarters of his association informa- 
tion regarding legislation which might have an 
influence over the practice of his fellow mem- 
bers. 


Extension of Plan of Cooperation 

in Examinations 

The board of examiners of the American 
Institute of Accountants announced to state 
boards of accountancy in March that it had 
modified the plan of codperation in examina- 
tions. The purpose of the change is to permit 
state boards, which are prevented by technical 
legal obstacles from submitting papers of can- 
didates for grading by the Institute’s examiners, 
nevertheless to make use of the Institute’s 
standard uniform examinations. 

It is not the intention of the board of ex- 
aminers that existing relations between the In- 
stitute and state boards shall be changed, but 
only to make the Institute’s examinations avail- 
able to states which are unable to participate in 
the full plan of codperation. 

Under the new plan printed copies of the 
examination questions and problems ready for 
submission to candidates, together with station- 
ery for the use of candidates, will be supplied 
to state boards at a nominal charge based upon 
the number of candidates. In the letter of 
announcement the board said: 

“The Institute’s board of examiners announces a 
modification in the plan of codperation with state 
boards of accountancy in the conduct of examina- 
tions. 

“The board now offers to state boards the Insti- 
tute’s examination questions and problems without 
the requirement that candidates’ papers be sub- 
mitted for grading by the Institute’s examiners. 

“The services of the Institute’s examiners will be 
available as usual to those states which desire that 
candidates’ papers be graded by the Institute. 

“It will be requested that each state board accept- 
ing the examination questions under the new con- 
ditions will consent to submit to the Institute's 
board for review the examination papers of any 
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candidate who applies for admission to the Institute 
subsequent to the examination. 

“State boards which desire that the papers of 
candidates be graded by the Institute’s examiners 
may continue to obtain the service under the regular 
procedure which has been in effect up to this time. 

“The charges have been computed only with the 
intention of meeting the cost of preparing and print- 
ing examinations and the cost of grading whatever 
papers may be submitted. If a large number of 
states takes advantage of the offer it is possible that 
the cost may be reduced. The Institute has con- 
stantly sustained a loss through the plan of codpera- 
tion in examinations and it has no intention of 
deriving any profit therefrom. This offer is made 
solely with the thought that it would be advantage- 
ous to the profession if a uniform C. P. A. ex- 
amination were used in all states. Thirty-five states 
and territories now participate in the plan of 
coéperation with the Institute. 

“It is hoped that many state boards which have 
not hitherto participated in the plan of codperation 
because of legal technicalities or other circum- 
stances, which prevented submission of candidates’ 
papers to the Institute for grading, will now find 
it possible to adopt the modified plan. Reciprocal 
relations and high standards throughout the country 
will be facilitated by wide adoption of a uniform 
examination. 

“It is believed that grading of candidates’ papers 
by a central agency is valuable to boards which can 
avail themselves of the service. This procedure 
assures a general uniform standard of grading, 
facilitates the work of the state board, and protects 
the board against accusations of partiality. 

“The Institute's board must request that states 
accepting the examinations use them in their en- 
tirety. It can not permit the selection of certain 
questions or substitution of additional questions. 
The whole purpose of the plan is to effect uniformity 
in the examinations for the C. P. A. certificates among 
the various states so that the certificate everywhere 
will have substantially the same value.” 


John T. Madden, New York, addressed 
members of the Pace Alumni Association at a 
meeting, March 14th, on “Gold, money, credit 
and prices.” 


George S. Olive, Indianapolis, is serving as 
an impartial member on the local grievance 
board under the motion picture industry code. 
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Joseph Edmund Sterrett 


Joseph Edmund Sterrett, of New York, at 
one time president of the American Associa- 
tion of Public Accountants and a leader in the 
movement that led to the reorganization of that 
body as the present American Institute of Ac- 
countants, died on March 21, 1934. He was 
a senior partner in the firm of Price, Water- 
house & Co. 

Mr. Sterrett was born at Brockway, Pennsyl- 
vania, in 1870. He became associated with the 
late John W. Francis, of Philadelphia, and 
entered into partnership with him in 1896. 
After the death of Mr. Francis, he continued 
the practice until in 1907 he accepted an in- 
vitation to join the firm of Price, Waterhouse 
& Co., of which he continued a partner until 
his death. : 

One of the founders of the Pennsylvania As- 
sociation of Public Accountants, he was secre- 
tary of that organization from 1897 to 1900 
and president from 1904 to 1906. In 1904 he 
was chairman of the first International Con- 
gress of Accountants, held at St. Louis. He 
became president of the American Association 
of Public Accountants in 1909. 

When the American Institute was organized 
in 1916, Mr. Sterrett was elected a member of 
the council for two years. He again served on 
the council from 1927 to 1932. In 1916 he 
was a member of the executive committee and 
at the time of his death had served ten terms 
on that committee, the last being for the year 
1931-32. 

Mr. Sterrett was chairman of the committee 
on publication for the first ten years of the 
existence of the Institute. He was treasurer 
of the Institute for two terms beginning in 
1920. He served for three years on the special 
war committee. Other committees on which 
Mr. Sterrett served are those on professional 
advancement, 1920, administration of endow- 
ment, 1932, public affairs, 1923, and the special 
committee on accounting procedure, 1930. 

In various fields, Mr. Sterrett rendered ser- 
vice which won him wide recognition in this 
and other countries. From 1917 to 1919, he 
served on various tax advisory bodies created 
by the treasury or by congress. Later he 
worked at Paris with the reparations commis- 


sion, returning to the treasury on the tax- 
simplification board created by the revenue act 
of 1921. From 1924 to 1927 he was in Berlin 
as the American member of the transfer com- 
mittee under the Dawes plan and as deputy for 
the agent-general. On his resignation he was 
made a Commander of the Legion of Honor, 
of the Order of the Crown of Italy, and of 
the Order of Leopold (Belgium), and was 
decorated by the German government. Later 
he undertook special missions to Mexico for 
the international committee of bankers and to 
Germany on behalf of the German railways. 

Mr. Sterrett served for a number of years as 
a trustee of the Dry Dock Savings Institution 
and as a director of the National Bureau of 
Economic Research. In recent years he took 
an active part in the work of the chamber of 
commerce of New York, resigning the chair- 
manship of its executive committee in 1933 
because of ill health. 


Mr. Sterrett moved from Philadelphia to 
New York in 1910 and lived at 59 East 66th 
st. and at Beechwoods, Redding Bridge, 
Connecticut. 


Charles Stewart Ludlam 


Charles Stewart Ludlam, a former vice-presi- 
dent of the American Institute of Accountants 
and a participant in its activities during many 
years, died on April 4th at his residence at 
Miami Beach, Florida. Mr. Ludlam was a 
senior partner in the firm of Haskins & Sells. 

He was born in Chicago and from early 
youth had been engaged in accounting work 
in its various branches. He entered public prac- 
tice in 1895 when he became associated with 
the firm of Haskins & Sells. Mr. Ludlam was 
a member of many state societies of account- 
ants and held certificates as a certified public 
accountant under the laws of some twenty 
states. 

As a fellow of the American Association of 
Public Accountants and a member of its suc- 
cessor, the American Institute of Accountants, 
Mr. Ludlam did much to promote the develop- 
ment of the profession 7 ublic accountancy. 
He served on the board of examiners of the 
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Institute from 1917 to 1920. During 1917, 
1918 and 1919 he was a member of the special 
war committee. He served on the special com- 
mittee on interest in relation to cost during 
1917 and 1918. In 1918 he was elected vice- 
president and served for two terms. In 1920 
he was elected to the council for four years. 
He also served on the committee on adminis- 
tration of endowment in 1923, 1928 and 1929, 
and the committee on nominations in 1924. 


In 1918, at the request of the war depart- 
ment, Mr. Ludlam went to France to take 
charge of the accounting between the United 
States and the allied governments, with special 
attention to estimating the value of our surplus 
war materials and supplies in France. 


Besides being a member of many societies of 
accountants, Mr. Ludlam was affiliated with the 
American Academy of Political and Social 
Science, the American Arbitration Association, 
the Railroad Owners Association and the 
American Electric Railway Association. 


At the time of his death he was 67 years 
of age. 


Andrew Hunter, Jr. 


Andrew Hunter, Jr., of Baltimore, for many 
years a member of the Institute, died on March 
20, 1934. Mr. Hunter held a certified public 
accountant certificate from the state of Maryland 
and practiced under the firm name of Andrew 
Hunter, Jr., & Co. 


Joseph C. Myer 


Joseph C. Myer, dean of the school of com- 
merce of St. John’s College, Brooklyn, ad- 
mitted to membership in the American Institute 
of Accountants in November, 1933, died on 
April 5th at the age of 40. Dr. Myer was 
author of several accounting texts. 


He held certified public accountant certifi- 
cates of New Jersey and New York. He was 
a graduate of Dartmouth college and had been 
an instructor in accounting subjects for many 
years. In 1927 he was instrumental in organiz- 
ing the school of commerce at St. John’s Col- 
lege and was dean of the school from its found- 
ing until his death. He was a member of sev- 


eral accountancy societies and was president of 
the Commercial Education Association during 
the year 1932-33. 


Michael H. Sigafoos 


Michael H. Sigafoos, of Philadelphia, a mem- 
ber of the American Institute of Accountants 
since 1916, died on March 10, 1934, at his 
home at Germantown. Mr. Sigafoos was a cer- 
tified public accountant under the laws of Penn- 
sylvania and was in practice on his own account 
at the time of his death. 


Cole Trostler 


Cole Trostler, of New York, a member of 
the Institute since 1925, died on April 9th, 
1934. Mr. Trostler was a certified public ac- 
countant under the laws of New York and was 
a partner in the firm of Charles Hecht & Co. 


Francis M. Williams 


Francis M. Williams, of Jacksonville, a char- 
ter member of the Institute and a pioneer in 
the public accountancy profession in Florida, 
was killed in an explosion of gas at his home 
on March 8, 1934. 


Mr. Williams held certified public account- 
ant certificates under the Florida and Indiana 
laws. His was one of the first certificates ob- 
tained by examination in the state of Florida. 
Mr. Williams was a native of England, but the 
major portion of his life was spent at Jackson- 
ville. He was a member and at one time a 
director of the Florida Institute of Accountants. 
At the time of his death, he was 62 years of 


age. 


H. N. Hemsley 


H. N. Hemsley, of Berlin, a resident partner 
in the firm of Price, Waterhouse & Co., died 
at Diisseldorf, Germany, on February 24, 1934. 
He was well known to many American account- 
ants through his service in American offices of 
his firm some years ago. 


He was admitted as a partner in 1926, and 
had been resident partner in Berlin since 1930. 
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Distribution of Institute Pamphlets 


A total of 17,350 copies of the pamphlet 
“Audits of corporate accounts”, published by 
the American Institute of Accountants in 
January, 1934, have been distributed to ac- 
countants and others throughout the country. 


A total of 11,250 copies of the bulletin 
“Audits of governmental bodies”, published in 
March, have been distributed among account- 
ants, municipal officers, taxpayers’ associations 
and elsewhere. 

Copies of these pamphlets are still available 
at the offices of the Institute. 


Employment with Federal Agencies 


The American Institute of Accountants has 
been invited to submit names of accountants in 
all parts of the country who might be qualified 
for employment with certain agencies of the 
federal government. It has been requested that 
the names of the government organizations con- 
cerned be not advertised. 

It is understood that the positions available 
are of various types. Apparently, internal 
auditors are desired as well as assistants in ad- 
ministrative capacities. There is a particular 
need for well qualified accountants who have 
had some experience with the legal or financial 
phases of mortgage accounting. Accountants 
who are available for this kind of work may 
submit their names to the secretary of the Insti- 
tute. 

A full statement of qualifications is desired, 
including name, address, age, education (high 
school or college), experience, (with the names 
of at least the most recent employers), profes- 
sional qualifications (C. P. A. or membership 
in professional societies), salary desired, and a 
statement as to whether or not the applicant is 
married. It should be indicated whether or 
not each applicant has had any experience with 
the accounts of banks, insurance companies or 
mortgage institutions. 

It is said that political affiliation will have 
no weight in the selection of applicants. There 
are few positions available for junior or clerical 
assistants, but application will be accepted from 
accountants of senior or semi-senior grade. 
Positions are expected to be permanent and 
salaries will range from $1500 to $6000 a year. 


Secretary’s Report 
Following is the text of the report of the 
secretary submitted to the council at its meet- 
ings on April 9th: 


To the Council of the 
American Institute of Accountants 


GENTLEMEN: 


Demands upon the Institute have increased 
rapidly during the year. 

The program of the federal administration has 
affected many subjects in which professional ac- 
countants have a direct interest and, accordingly, 
there has been an extraordinary amount of activity 
in Washington on the part of representatives of the 
Institute. 

Reports of the executive cotamittee and other com-. 
mittees will indicate the diversified nature of these 
activities. Briefly, the subjects covered include the 
federal securities act, the proposed national securities 
exchange bill, cost accounting under the N. R. A, 
proposed codes for accountants under the N. R. A,, 
accounting provisions of rules of fair practice for 
investment bankers submitted under a N. R. A. code, 
proposals for new federal tax legislation, treasury 
decision 4416, requiring affidavits of accountants 
under the immigration laws of United States and 
Canada, registration of unemployed accountants 
under the civil works administration, the so-called 
Shannon bill providing for maintenance of standard 
accounting and reports for executive departments of 
the United States, and the so-called Ruffin bill in- 
tended to limit the fees of agents representing 
claimants against the government of the United 
States. 

In all its relations with congress, or with execu- 
tive department of the government, the Institute has 
studiously avoided the appearance of lobbying. The 
assistance of counsel in obtaining information and 
advice has been invaluable, but most of the actual 
discussions have been carried on by members of the 
Institute, or by the secretary. Care has been exer- 
cised to confine arguments to questions which have 
public interest and to avoid anything in the nature 
of special pleading. It is believed that the Institute 
has been able to make constructive contributions in 
its relations with the government, and its prestige 
has not suffered through suspicion of selfish motives. 

Coéperation between the Institute and the New 
York stock exchange, the Robert Morris Associates, 
the Investment Bankers Association, and the Ameri- 
can Petroleum Institute, as the reports of several 
committees will reveal, has further increased the 
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prestige of the Institute and of accountancy in the 
eyes of the business public. 

With added public recognition attention is be- 
coming focussed on the accountant’s responsibility, 
and the legal liability of accountants is a subject of 
frequent discussion. 

The executive committee has offered to consult 
with members who are the object of suits based on 
alleged negligence in professional engagements, and 
two requests for advice have been received as a 
result of this invitation. Reports of suits against 
accountants seem to be increasing in number, and 
it seems possible that the Institute may be asked to 
participate in cases which may have an important 
effect on future decisions by courts. 

The threat of establishment of auditing depart- 
ments by various branches of the federal govern- 
ment has caused some uneasiness among the mem- 
bership, and may require opposing action on the 
part of the Institute. 

All these matters are in the nature of extraordi- 
nary and non-recurring items of activity on the part 
of the Institute. In the meantime the program of 
professional education and development has gone 
forward. 

The board of examiners has continued its inces- 
sant effort to improve the examination questions and 
problems which are used by thirty-five codperating 
states and territories in their C. P. A. examinations. 
Beginning with the November, 1933, examinations, 
the board has decided to include a question on pro- 
fessional ethics in the auditing paper of each ex- 
amination. A change has been made in the plan of 
codperation with state boards in order that states, 
which are prevented by technical legal obstacles from 
submitting the papers of candidates for grading by 
the Institute, may nevertheless have the benefit of 
the Institute’s standard examinations. 

The committee on professional ethics has con- 
sidered a large number of complaints and inquiries 
and has given a good deal of study to certain pro- 
posed additions to the rules of professional conduct 
and resolutions intending to clarify existing rules. 

Most of the standing and special committees, as 
reports will show, have had an unusually active 
half year. The number of special committees has 
been increased this year by four. 

The library and bureau of information have 
answered 2,606 inquiries since the beginning of the 
fiscal year and the library has received 2,250 
visitors. One thousand and two books have been bor- 
rowed from the circulating library department. The 
total collection of books, magazines and pamphlets 
has grown to 14,286. 


The publishing company has produced one new 
book during the current year, which has been well 
received, and several others are in prospect. The 
high standard of content of The Journal of Account- 
ancy and the monthly Bulletin has been maintained. 
The operations of the publishing company have pro- 
duced a substantial profit. 

The establishment of a benevolent fund is an 
addition to the list of Institute’s activities which 
has met with general applause. 

The special committee on terminology will review 
during the spring and summer a complete revised 
draft, which is now in process of typing, of the 
preliminary report on accounting terminology. 

A good deal of progress has been made in the 
dissemination of information about the Institute both 
among members of the profession and the public 
generally. Following the annual meeting last 
October a pamphlet on the responsibility of account- 
ants under the securities act was sent to all members 
of the Institute. 

An analysis of state legislation on accountancy in 
1933, together with an article on the interstate 
practice of accountancy, was sent to all members of 
state accountancy boards and secretaries of state 
societies. 

A report, analyzing existing statutes containing 
provisions relating to independent audits, was cir- 
culated among the state societies. 

In December a special report of the secretary, 
outlining all the activities of the Institute during the 
past year, was sent to each member and associate, 
and copies of the report were distributed among 
other accountants by members of the council and 
of the special committee on development of the 
Institute. 

A pamphlet containing correspondence between a 
committee of the Institute and the New York stock 
exchange was sent to all members and associates 
and other certified public accountants whose ad- 
dresses were available. Seventeen thousand three 
hundred and fifty copies have been distributed. 

Similar wide distribution was given a pamphlet 
entitled “Audits of governmental bodies,” prepared 
by the special committee on governmental account- 
ing, and published in the early part of March. 
Eleven thousand two hundred and fifty copies have 
been distributed. 

A circular letter offering the codperation of the 
Institute in the establishment of local libraries and 
employment exchanges was sent to the secretary of 
each state society. 

Addition of a member of the staff whose entire 
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attention is devoted to distribution of information 
about the Institute, through various channels, has 
increased recognition of the Institute’s activities by 
the public press. From November 1, 1933, to March 
31, 1934, 345 news items or articles, containing men- 
tion of the Institute, appeared in 197 publications 
in all parts of the country. 

An effort has also been made to make the monthly 
Bulletin a more valuable vehicle of current informa- 
tion of interest to accountants. 

Representatives of the Institute have appeared at 
a good many meetings since the beginning of the 
fiscal year. The president delivered an address at 
the annual meeting of the Texas society in October; 
Frederick B. Andrews addressed the accountancy 
club of the University of Illinois, and Lloyd Morey, 
chairman of the special committee on governmental 
accounting, represented the Institute at a conference 
called by the Public Administration Clearing House 
at Chicago in the same month; A. H. Puder, a 
member of Mr. Morey’s committee, attended a meet- 
ing of the National Municipal League in November; 
Maurice E. Peloubet, chairman of the board of ex- 
aminers, attended meetings of accountants at Min- 
neapolis and Helena, Montana, in November; 
Will-A. Clader, chairman of the committee on state 
legislation, spoke on that subject before the Mary- 
land Association at Baltimore in December. 

The president and the secretary attended meetings 
of state societies of certified public accountants at 
San Francisco, Portland, Seattle, Salt Lake City and 
Denver. In addition the secretary has spoken about 
the work of the Institute before groups of account- 
ants at Atlantic City, Rochester, New York; Provi- 
dence and Los Angeles, and before the accountancy 
club of the College of the City of New York. 
Attendance at meetings in Indianapolis, Louisville, 
Memphis, Little Rock and Minneapolis is planned 
by the president and the secretary immediately fol- 
lowing the council meeting. 

The Northern Ohio and Minnesota chapters are 
the only chapters of the Institute which have been 
active during the year but groups of Institute mem- 
bers have met informally on several occasions at 
Baltimore and Rochester, New York. 

The increase in membership last year has been 
well sustained. At April 6, 1934, the total mem- 
bership was 2,243 as compared with 2,122 at a 
comparable date a year ago. At the beginning of 
the current fiscal year membership was 2,169. Dur- 
ing the current year there have been 45 members 
and associates lost by automatic termination of mem- 
bership through failure to pay dues; eight through 


10 


resignation, and eighteen through death as follows: 

Members 

W. R. Blackman 

Henry T. Boyd 

Robert L. Bright 

William C. Caldwell 

Frederick George Colley 

William Henry Dennis 

W. J. Greenwood 

Andrew Hunter, Jr. 

Charles S. Ludlam 

Joseph C. Myer 

Louis Gervais Peloubet 

George T. Rosson 

John Shaw 

Michael H. Sigafoos 

Joseph E. Sterrett 

Francis M. Williams 


Associates 
Edward C. Albree 
William Calhoun Rion 

One hundred and forty-five new members and 
associates have been admitted since September 1st. 

A study of the membership of accountancy 
organizations throughout the country indicates that 
a conservative estimate of the potential membership 
of the Institute would be about 5,000, without any 
lowering of the standards for admission. It is ex- 
pected that there will be a large number of applica- 
tions during the spring and summer from account- 
ants who wish to take advantage of the refund of 
initiation fees authorized by the council this year. 
While the Institute has never thought it wise to 
sacrifice standards for the sake of members, and has 
never actively solicited members, it is believed that 
eligible accountants should be encouraged in every 
proper way to submit their applications. A larger 
membership based on existing high standards would 
enlarge the Institute’s opportunities for service in the 
fields of research and professional education, and 
enable it to deal effectively with a host of other 
problems which it seems likely that the profession 
will be called upon to face. 

Respectfully submitted, 
JOHN L. CAREY 
Secretary. 

April 9, 1934. 


Lloyd Morey, Urbana, IIl., is the author of 
an article on “Uniform accounting for local 
governments” in the 1933 published proceed- 
ings of the National Association of State 
Auditors, Comptrollers and Treasurers. 
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State Legislation 


KENTUCKY 


Kentucky house bill No. 709 was not re- 
rted out of committee prior to adjournment 
of the state legislature. The bill contained a 
waiver provision which was opposed by the 
Kentucky Society of Certified Public Account- 
ants. ' 
NEw YORK 


The New York State Society of Certified 
Public Accountants, at a meeting on March 
29th, voted to oppose a bill of the two-class 
restrictive type which, it had been announced, 
might be introduced in the legislature at the 
present session. 

The proposed bill, which was presented in 
draft form at the meeting, would grant licences 
as public accountants to those in public prac- 
tice at the time of passage of the act, to federal, 
state or municipal officers employed in account- 
ing capacities, to teachers of accountancy, to ac- 
counting executives of private enterprises, and 
to graduates or students in recognized colleges 
or schools of accountancy. After passage of 
the act only those holding licences, which 
would automatically include those holding 
C. P. A. certificates, would be permitted to 
practise. The draft bill included a provision 
permitting temporary practice in New York by 
accountants from without the state. No person 
would be permitted to use the words ‘“‘author- 
ized, licensed or registered” in conjunction with 
his professional designation. 

The bill was introduced in the assembly, 
under the designation Int. 2155, on April 3rd. 


RHODE ISLAND 
A bill to increase the number of members of 
the state board of accountancy to five was intro- 
duced into the Rhode Island legislature March 
9th, but no action has been reported. 


Membership in Institute of Chartered 
Accountants 


The Accountant (London) in a recent issue, 
reports an increase of 472 in the membership 
of the Institute of Chartered Accountants of 
England and Wales during the year 1932-33. 
The figures are taken from the Institute’s list of 
members, then just published. The total mem- 
bership is now 10,614. 
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Proposed Amendments to 
Securities Act 


A bill to amend the liability provisions of 
the federal securities act of 1933 was introduced 
into the senate on April Sth by Senator Daniel 
O. Hastings, of Delaware. This bill would 
limit damages collectible more specifically to 
those caused by untrue statements filed with 
the federal trade commission. Accountants 
and other experts would thus be relieved 
in large measure of what has been criti- 
cized as unfair liability imposed on them under 
the present law. The bill is numbered S. 3301, 
and has been referred to the senate committee 
on banking and currency. 

On April 7th it was announced by the fed- 
eral trade commission, according to dispatches 
from Washington, that its regulations under the 
securities act requiring public accountants to 
certify to the truth of facts set forth in balance- 
sheets and profit-and-loss statements filed with 
registration statements have been amended. 

The regulations, it is reported, now require 
that the accountants certify that the financial 
statements “‘truly and fairly reflect the applica- 
tion of accepted accounting practices to the 
facts disclosed by our investigation.” This 
action was taken after consultation over a period 
of many weeks with representatives of the 
American Institute of Accountants and other 
accountants’ organizations. 

In announcing a stop-order suspending the 
effectiveness of a registration statement filed 
under the provisions of the securities act, the 
federal trade commission, on March 23rd, 
offered a definition of ‘‘a material fact,’ which, 
it is believed, will serve as a precedent for 
future interpretation of this phrase. 

“A material fact,” according to the com- 
mission, is a ‘fact which, if it had been cor- 
rectly stated or disclosed, would have deterred 
or tended to deter the average prudent investor 
from purchasing the securities in question.” 

In giving this definition, the commission 
announced a policy of relying upon English 
precedents, under the British companies act, 
as controlling in defining those terms of the 
securities act of 1933 that derive from the 
English act. 
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Securities Exchange Bill 


Publication of a revised draft of the so- 
called national securities exchange bill under 
date of March 19th has been followed by 
voluminous discussion. The provisions of the 
original bill, introduced February 10th, which 
were of icular interest to accountants, were 
published in the Bulletin for February 15, 
1934. In the March Bulletin appeared a 
memorandum filed by the Institute with the 
senate committee on banking and currency sug- 
gesting certain changes in the bill. 

The revised draft contains a provision for 
submission by listed corporations of annual 
financial statements certified by independent 
auditors, with a qualifying phrase which would 
apparently empower the commission to modify 
this requirement when it seems desirable. 

The revised draft of the bill contains a sub- 
stantially modified liability provision, generally 
considered more acceptable to accountants than 
the original one. new provision requires 
definite relation between an error by an ac- 
countant, or other expert, and the damage for 
which he could be sued. Reliance by the in- 
vestor upon the statement found to be erroneous 
is also a prerequisite to suit. The measure 
of damages is more limited than in the original 


draft and the time limit within which suit may 


be brought is reduced to two years. 

The provision empowering the trade commis- 
sion to prescribe forms and methods of accounts 
has not been materially altered, although many 
persons have suggested changes in this section. 

Since there appears to be likelihood of fur- 
ther amendment of the bill before it is pre- 
sented on the floor of congress, its provisions 


are not quoted at length in this issue of the 
Bulletin. 


DISCUSSION OF ACCOUNTING PROVISIONS 


The hearings on this bill since its original 
introduction have caused a good deal of dis- 
cussion of corporate accounting by financiers, 
accountants, and others. 


A memorandum on the revised draft of the 
bill, with particular relation to those sections 
which affect listed corporations directly or the 
relations between stock exchanges and listed 
corporations, was filed by J. M. B. Hoxsey, 
executive assistant to the stock list committee 


12 


of the New York stock exchange. In his intro- 
ductory remarks, Mr. Hoxsey stated that it 
would appear, on the whole, wiser, to the ex- 
tent that such legislation may be needed, to 
0 a well considered separate act, dealing 

irectly with the corporations through the 
medium, perhaps, of a national incorporation 
act. His comments, which are quoted below, 
are therefore subject to these views. 


“Sec. 11. This requires submission of balance 
sheets for preceding years, certified by independent 
public accountants or otherwise as the commission 
may prescribe. 

“The number of years is not stated. It is sug- 
gested that the provision should be made more 
definite by making it apply to the last three fiscal 
years of the corporation, if it has been that long in 
existence, and to permit specifically that certified 
statements, when required, shall not be required for 
a longer period than the last fiscal year, unless the 
reports for such longer period have been previously 
certified by independent public accountants. 

“It is particularly suggested that the words ‘fiscal 
year’ be inserted in all references to annual reports, 
with the idea in mind of having corporations, as far 
as practicable, adopt a natural fiscal year, in order 
that the work of auditing may be spread more evenly 
throughout the year, instead of being concentrated, 
as it now is, largely in a few months in the early 


. part of the year. 


“Sec. 12 (relating to special powers of the federal 
trade commission). This section should really be 
left out in its entirety. If this cannot be done, it 
should set forth that the items or details to be shown 
in the balance-sheet and earnings statement need not 
be uniform, and that the exchange may adapt its 
requirements in this respect to the circumstances of 
individual corporations, subject to the right of the 
commission to require the corporation, in future 
financial statements, to give such additional informa- 
tion, if any, as the commission may think essential. 
Under no circumstances should the commission be 
empowered to prescribe the methods to be followed 
in the preparation of accounts, in the appraisal or 
valuation of assets and liabilities, in the determina- 
tion of depreciation and depletion, in the differen- 
tiation of recurring and non-recurring income, and 
in the differentiation. of investment and operating 
income. Any attempt to regulate these matters by 
fixed written rules is doomed by the nature of the 
subject to failure, and the existence of such rules 
would tend to crystallize and prevent all future 
progress in the accounting art. 
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“Accounting is, and always must be so much a 
matter of judgment, that the best that can be done 
is to try by common consent to marrow in certain 
instances the limits within which that judgment 
may be properly exercised. 

“In lieu of the provisions which, as above stated, 
it is essential to strike, it might be provided that 
the methods to be followed in the preparation of 
accounts, in the appraisal or valuation of assets and 
liabilities, in the determination of depreciation and 
depletion, in the differentiation of recurring and 
non-recurring income, and in the differentiation of 
investment and operating income, shall be in accord- 
ance with sound standards of the day as practiced 
by professional men of standing. This will give 
ample authority to take measures to remove from 
the list of all registered exchanges, the securities of 
corporations whose accounts manifestly are not kept 
in accordance with such standards. 

“In addition to this, there might well be added 
an additional paragraph requiring each listed cor- 
poration to cause a statement of the methods of 
accounting and reporting employed by it to be 
formulated in sufficient detail to serve as a guide to 
its accounting department; to have such statement 
adopted by its board, so as to be binding upon its 
accounting officers, and to file such statements with 
the commission, making a copy thereof available to 
any stockholder upon request, and upon payment, 
if desired, of a reasonable fee. 


“Another paragraph might require the listed cor- 
poration to give assurances that the methods so 
formulated will be followed consistently from year 
to year, and that, if any change is made in the 
principles, or any material change in the manner of 
application, the stockholders, the exchange and the 
commission shall be advised when the first accounts 
are presented in which effect is given to such 


Appearing before the senate committee on 
banking and currency to present his personal 
views, George O. May, a member of the Insti- 
tute, recommended five amendments of the bill. 


Following are excerpts from his statement: 


“Of these suggestions, that looking to the distri- 
bution of audit work more evenly over the year is 
put forward because on the basis of a long and 
wide experience I am convinced that the adoption 
of this simple proposal would add very greatly to 
the efficiency of audits and enable them to be con- 
ducted at lower cost and prove generally convenient 
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to all those who are concerned with the study of 
audited accounts after they have been issued. 

“I urge that the liabilities imposed by Section 17 
should be limited to cases in which the issue of 
false or misleading statements is shown to be wilful, 
because I am convinced that it is contrary to the 
public interest to impose such liabilities for honest 
error, either of fact or of judgment. It is notorious 
that sometimes the most truthful statement may be the 
most misleading because of the unwarranted infer- 
ences to which it gives rise. The provisions of the 
section relating to the measure of damages seem to 
me to be open to serious objection because they would 
enable damages to be recovered which would bear no 
relation to the damage actually suffered, and this 
seems to me to be a vicious principle, particularly 
if it is to be applied to cases of honest error, either 
of fact or of judgment. 

“I now turn to Section 18 (b), which confers on 
the regulating body not only the power to prescribe 
the form in which accounts shall be presented, but 
how profits shall be computed. 


“I have said, and it cannot be too often repeated, 
that accounts necessarily represent the result of the 
application of appropriate accounting principles and 
judgment to facts. Upon the soundness of the 
judgment employed, first in choosing and then in 
applying the guiding principles, depends the value 
of the resulting accounts. Sound judgment can be 
based only on intimate knowledge and ample experi- 
ence, and its exercise should be attended by respons- 
ibility. I believe the provision is unwise in so far 
as the sub-section would vest the right to exercise 
this judgment in a commission which would have no 
responsibility, legal or moral, for the consequences 
that might ensue, and would necessarily lay down 
general rules which might or might not fit the 
specific cases to which they would have to be 
applied. I recognize that similar powers have been 
vested in the interstate commerce commission and 
other bodies; but while our theories of rate regula- 
tion probably necessitated some such procedure in 
the case of railroads and other public utilities, the 
results are to my mind none the less unfortunate be- 
cause they may have been inevitable. 

“In the first place, the idea that uniformity can 
be attained and the exercise of discretion rendered 
unnecessary by rules, however detailed, is entirely 
illusory. In the second place, uniformity neces- 
sarily means a uniformly low standard—indeed, laws 
can do no more than lay down minimum standards; 
higher standards can only come as the result of the 
recognition of ethical and moral obligations.” 
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In a statement before the senate banking and 
currency committee during the hearings on the 
original bill, Frank Altschul, chairman of the 
committee on stock list of the New York stock 
exchange, told of the activities of his committee 
in promoting proper accounting by listed cor- 
porations. The stock list committee was par- 
ticularly well adapted to formulate regulations 
of this nature, he said, because its members 
were all men in daily and intimate contact with 
the world of business and finance. 


“I believe that flexibility in the formulation of 
these rules is of the utmost importance. Rules in 
this domain must of necessity be capable of adap- 
tation to conditions which change from day to day. 
A statute crystallizing in law the rules of today may 
be utterly ineffectual to deal with the conditions of 
tomorrow. Such rigidity might easily obstruct the 
normal development of American corporate pro- 
cedure where the object should not be to obstruct 
but to influence, in the public interest, the direction 
of such development. 


“Notwithstanding the efforts made by the com- 
mittee on stock list, we recognize that there is much 
that we have not been able to accomplish. One of 
our difficulties has its roots in the lack of uniformity 
in the corporation laws of the various states. The 
competition between states in this field is a matter 
of common knowledge, and the tendency of many 
states to liberalize the provisions of corporate 
charters with a view to making their laws attractive 
for the incorporation of companies has led to prac- 
tices which have often given us concern. At times, 
we have been able to resist such practices with a 
fair degree of promptness, but more often we have 
had to wait until, either as a result of our efforts or 
otherwise, public opinion had developed to a point 
where it would support determined action on our 
part. 

“The remedy for much of this we have long felt 
lies in a federal incorporation statute. We recognize 
the enormous political difficulties in the way of such 
legislation, but the importance of it from the point 
of view of the protection of investors generally is 
so great and the advantages of it are so obvious that 
we would, with all respect, like to urge upon you 
the desirability of having this question fully explored. 

“Such an act would, for instance, furnish the 
means for clarifying and codifying such complicated 
questions as those growing out of pre-emptive rights, 
stock dividends, the par value of stock or stocks of 
no par value. It would permit the development and 
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imposition of uniform methods of accounting within 
industries, a matter of great importance to investors 
generally. Furthermore, it would permit the general 
adoption of a desirable and simple provision to the 
effect that auditors should beresponsible to the stock- 
holders of a corporation rather than to its manage- 
ment, and should only be removable after a full 
hearing before a stockholders meeting . . . 

“Regulation which takes the form of an attempt 
at continuing supervision of corporate activities in 
order to prevent every conceivable kind of fraud 
will, in my opinion, not only fail to prevent fraud 
but will of necessity hamper the conduct of honest 
business.” 


A statement of comment and suggestion rela- 
tive to the first draft of the bill was filed with 
the senate banking and currency committee by 
Edwin F. Chinlund, a member of the Ameri- 
can Institute, in behalf of the Controllers In- 
stitute of America. 


The section of the bill which would have 
provided for liability for misleading statements, 
the statement said, might easily work out to be 
an invitation to unscrupulous traders to attempt 
to profit unjustly. 


“Such traders might trade recklessly in any security 
in whose registration statement the slightest flaw 
may be detected,” it said, “‘on the assumption that 
if a profit is made, well and good, while if the 
speculative transaction result in a loss, such loss may 
be recovered from the officers, directors or account- 
ants of the issuing corporation. It is even possible, 
as the bill is written, for damages to be assessed 
much in excess of the loss actually sustained.” 


The statement dwelt at length upon the pro- 
visions empowering the federal trade commis- 
sion to prescribe forms and methods for cor- 
porate accounting, saying, in part, the follow- 
ing: 

“Section 18, granting special powers to the federal 
trade commission also directly affects corporations. 
These powers are expressed in such a broad way 
that the cost and volume of the information might 
be excessive. The broad powers granted would 
compel corporations to use such accounting methods 
and prepare such reports as may be demanded, al- 
though they might not meet the needs of the directors 
and officers of corporations in the regular manage- 
ment of the business. Duplicate reports and records 
would therefore be necessary. The methods to be 
prescribed for the valuation of assets, determination 
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of recurring and non-recurring income, etc., also are 
placed under the jurisdiction of the federal trade 
commission, and would take the operation of busi- 
ness matters out of the hands of those professionally 
expert who have responsibility of performance. 

“The Controllers Institute believes that the 
methods of accounting are internal matters for the 
controllers of each corporation to prescribe based 
upon recognized accounting principles and practices 
designed to meet the particular requirements of the 
business, and that the accounting methods and the 
accounts resulting from them should be approved 
by independent public accountants auditing the cor- 
poration’s accounts. We believe that, if it is to be 
the policy of the federal government to regulate all 
corporations, such regulation should be confined to 
major principles and not detail.” 


On March 24th, the Wall Street Journal, of 
New York, published an editorial regarding the 
powers which would be given the federal trade 
commission in the matter of accounting forms 
and methods. It is quoted in part, as follows: 


“First among the matters that still remain to be 
dealt with, the Wall Street Journal would place the 
regulatory powers which sections 11 and 12 still 
give the federal trade commission. Let every word 
stand that calls for disclosure concerning corpora- 
tion properties and activities and the accounting 
practices by which these are recorded. But Congress 
should not thus inadvertently give a commission 
power to ‘prescribe . . the methods to be fol- 
lowed . . . in the appraisal of valuation of assets 
and liabilities, in the determination of depreciation 
and depletion . ’ even though the power to do 
so is only ‘in regard to such reports’ as the com- 
mission may require. Here is granted a power of 
drastic interference which easily can be developed 
into control over actual corporation management. 
The only possible refuge of management would be in 
one of two courses: (1) some corporations might 
do without listing of their securities on regulated 
exchanges, trusting to private transactions, or to 
veritable bootleg markets to meet the necessity of 
changing ownership of their securities; (2) some 
corporations might find it feasible, perhaps even 
necessary, to make financial reports to the commis- 
sion in one form and to their stockholders in an- 
other. 

“Either eventuality is bad. A corporation's 
abstention from listing its securities would circum- 
scribe but would not necessarily prevent the sale 
thereof to investors who would thereby be excluded 
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from access to a normal and legitimate market. A 
situation in which corporation executives believed 
that honest disclosure of values compelled them to 
report to stockholders figures other than they were 
required to report to the commission would impair 
the informative value of both sets of reports. Be 
it noted that while the interstate commerce commis- 
sion has long had the power to prescribe accounting 
forms for the railroads, it has never had the power 
to tell them how they shall value their assets. This 
section of the bill, by granting the commission power 
far beyond the governing purposes of the bill, sets 
up reserves of friction, litigation and confusion of 
purposes for the future. At the same time, the 
regulation it attempts to impose upon corporations 
of every class cannot be assuredly enforced against 
all corporations of any class.” 


In lieu of the provision to which this com- 
ment refers, Richard Whitney, president of the 
New York stock exchange, has suggested 
clauses to read as follows: 


“The methods to be followed in the preparation 
of accounts and financial statements to be filed 
pursuant to this section and Sec. 11 in the appraisal 
or valuation of assets and liabilities, in the determ- 
ination of depreciation and depletion, in the differ- 
entiation of recurring and non-recurring income, and 
in the differentiation of investment and operating 
income shall be in accordance with any principles 
of accounting which are generally accepted as proper 
by the accounting profession at the time of the 
preparation of such accounts or financial statements; 
and each issuer shall adopt and make binding upon 
its officers and employees the accounting and report- 
ing methods to be employed by it in the preparation 
of its accounts and financial statements. If any 
change is made in such methods, the first accounts 
presented thereafter shall contain a statement of the 
nature of such change.” 


Mr. Whitney also suggested that the clauses 
prescribing liability for misleading statements 
be amended, as follows: 


“Any person, including any director, officer, ac- 
countant, or other expert, who, with intent to de- 
ceive, shall make or be responsible for the making 
of any statement in any application, report, or docu- 
ment filed pursuant to this act, or any rule or regu- 
lation thereunder, which statement is false or mis- 
leading in respect of any material fact, shall be liable 
to any person (not knowing that such statement 
was false or misleading) who shall have suffered 
loss by reason of having purchased or sold a security 
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in reliance on such statement and the person so 
injured may sue in law or in equity in any court 
of competent jurisdiction for the damages caused 
by such false or misleading statement. 

“No action shall be maintained to enforce any 
liability created under this section unless brought 
within two years after the violation upon which it 
is based.” 

On April 4th, after consideration of the re- 
vised bill by the house committee on inter- 
state and foreign commerce had resulted in a 
temporary deadlock, a subcommittee was 
formed to review the bill and recommend 
changes. 

At the same time representatives of the Bos- 
ton stock exchange and of the stock and curb 
exchanges of Los Angeles and San Francisco 
submitted a substitute bill to the committees of 
both the senate and the house. This bill, with- 
out making specific reference to independent 
audits, would empower a federal stock exchange 
commission to require national securities ex- 
changes to adopt such rules as the commission 
may deem necessary for the protection of in- 
vestors. Any person aggrieved by an order of 
the commission would be privileged at any time 
within thirty days after its effective date to 
apply for revision of the order. Appeal from 
the decision of the commission to affirm or 
modify such order might be carried to a circuit 
court of appeals of the United States. 


Independent Audits of Utility 
Companies 

Among the objectives of the recently formed 
American Federation of Utility Investors, Inc., 
as announced by its president, Hugh Magill, 
of Chicago, are the adoption of uniform 
methods of accounting by utility companies and 
the engagement of independent auditors for 
the preparation of annual reports. 

e federation was organized several months 
ago “to secure a fair deal for investors in utility 
securities.” Dr. Magill has made public a ten- 
point program, from which the following para- 
gtaph is quoted: 

“To demand, in the name of utility investors, 
that all utility companies (including muni- 
pd owned plants) adopt a uniform method 
of accounting and provide clear and compre- 
hensive annual reports of operations to their 
security holders and the public, such reports to 
be prepared by reliable, independent auditors.” 
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Investment Bankers Code 
Approved 


An amendment to the code of fair compe- 
tition for investment bankers, reported in the 
Bulletin for March 15, 1934, was approved by 
President Roosevelt on March 23rd, to become 
effective one month after that date. This 
amendment, embodying rules of fair practice 
which supplement the main body of the code, 
contains certain provisions which will affect the 
practice of the professional public accountant. 
These are substantially as quoted in the March 
Bulletin. 


At a hearing on the code at Washington, 
March 15th, Frederick H. Hurdman, chairman 
of the Institute's special committee on codper- 
ation with investment bankers, which assisted 
in drafting the accounting provisions, appeared 
by invitation and made the following state- 
ment: 


“I believe the provisions set out in article IV 
section 1, which relate to the form and method of 
reporting, to be comprehensive, not too onerous, and 
in many respects an advance in corporation account- 
ing. I also believe that if the investment bankers 
had during the past ten years had such a require- 
ment for reporting by those companies whose securi- 
ties they marketed, not all, but surely some part of 
the grief experienced in the past few years might 
have been spared them and the public. Disclosure 
may not necessarily prevent losses, but it must have 
salutary effect in stopping some of those ill-advised 
practices indulged in by some of our best people in 
the past. 

“In this section of the investment bankers code, 
I see incorporated some features that one would ex- 
pect to find in any such document and others not 
so usual but to my mind quite important. 

“I particularly like that section which provides 
for a tie-up ‘so long as any part of such issue of 
securities shall remain ’ outstanding.’ That sounds 
like a continuing partnership arrangement. 

“This code, I take it, assumes that ordinary intel- 
ligence will be used in the filing of reports; but lest 
there be some doubt as to what is intended, it goes 
on to specify certain kinds of information that one 
must not overlook, such as, what a reserve for con- 
tingencies has been used for during the year just 
ended, intercompany loans and advances, the effect 
of foreign subsidiaries on the balance-sheet, the basis 
of valuation used for inventories, plant accounts, 
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etc., and whether or not there has been any material 
change in accounting principle employed from one 
year to the next. 

“I feel that those who have had a hand in the 
preparation of this particular section of the code 
have done a worth-while job for all concerned, not 
excepting the accounting profession, which has, I 
believe, been working very earnestly in the face of 
strong opposition to bring about the very situation 
which this code is expected to produce. I am sure 
I can say for the accounting profession, charged as 
it is with the duty of charting a course for business 
to follow in a field where no exact rules of science 
can be applied, that such a plan as you have laid 
out cannot help but be of great assistance to us.” 


In the administrator's letter of transmittal 
to the president, it was suggested that special 
provision be made for the expeditious amend- 
ment of certain sections of the code, among 
them those dealing with corporate accounting. 


“Inasmuch as the amendments submitted herewith 
involve important changes in methods now existing, 
I suggest a more expeditious procedure than that 
prescribed in the code of fair competition for effectu- 
ating changes in its provisions. Especially is this 
necessary in view of the provisions of section 1 of 
article IV (and others named). I therefore recom- 
mend that you permit the administrator, upon 
recommendation of the investment bankers code com- 
mittee, or otherwise, and after such notice and hear- 
ing as he may specify, to approve such modifications 
or amendments as he may deem necessary or de- 


sirable.” 


This was endorsed by the president in the 
executive order giving approval to the code. 


Accounting in Government 
Departments 


The house of representatives committee on 
expenditures in the executive departments is re- 

rted to be considering the so-called Shannon 

ill, H. R. 6038, for the establishment and 
maintenance of a standard system of cost ac- 
counting and cost reports for the executive de- 
partments of the United States. 

The bill evidently would provide a means 
for determining whether government enter- 
prises in competition with private industry are 
operated as economically as commercial under- 
takings. 
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What Accountants are Saying 


“A CENTURY OF PROFESSIONAL ACCOUNTANCY” 


“The professional or public accountant has 
evolved from an individual at one time mainly re- 
garded by the public, perhaps not unjustifiably, as 
an insolvency shark, into a skilled practitioner of 
the highest reputation and integrity—an adviser of 
governments, a business expert and a guardian of 
commercial morality. What the physician and 
surgeon are to humanity today, the reputable pro- 
fessional accountant is to the commercial community 
in the numerous and diverse services he is called 
upon to perform.” 


The progress of accountancy in England from its 
first official recognition as a profession with the 
passage of the bankruptcy act of 1831 to the present 
day is thus summarized by John F. Meyers, chair- 
man of the London members committee, in a recent 
address to the London members of the Institute of 
Chartered Accountants in England and Wales, re- 
ported in the Accountant for February 24th. 

Mr. Meyers surveys the factors which have con- 
tributed to “the enormous development of profes- 
sional accountancy during the past century,” and 
finds chief among them the industrialization of what 
had previously been an agricultural country and the 
legislation that was attendant upon this transforma- 
tion. The legislation he classifies as follows: the 
bankruptcy acts, the companies acts, the income tax 
and finance acts, and other statutes. 

“The bankruptcy act passed in the year 1831 is 
probably the first official recognition of the profes- 
sional accountants by the state,”” he says. The bank- 
ruptcy act of 1914, which codified previous legisla- 
tion, together with the deed of arrangement act, 
passed in the same year, contributed materially to 
increase insolvency practice, and I think it is correct 
to say that generally speaking the administration of 
the larger estates is in the hands of the accountancy 
profession.” 


Regarding the stimulus of joint-stock company 
legislation upon the growth of accountancy, Mr. 
Meyers says: “It will be appreciated that the act 
of 1862 was the means of creating a large volume 
of work for the professional accountant. The col- 
lossal development of joint-stock enterprise in 
England and the extent to which it has affected and 
increased the work of the professional accountant 
will be appreciated by the fact that in the year 1863 
the number of companies registered was 726, while 
in the year 1933 the number had reached 11,384.” 


Bulletin of American Institute of Accountants 


ACCOUNTANCY AND THE PRESS 


The following are brief excerpts from articles 
referring to the American Institute of Account- 
ants which have appeared in the public press 
during recent months: 


In recommendations filed with the senate banking 
and currency committee by the American Institute of 
Accountants during consideration of the national 
securities exchange bill, it is strongly urged that 
those provisions calling for annual reports of cor- 
porations be amended to require that the reports be 
filed as of a date marking the end of the natural 
business year of the company concerned. 

The Journal of Commerce, New York. 


The American Bar Association and the lawyer; 
the American Medical Association and the physician; 
and the American Institute of Accountants and the 
accountant . . . these are analogous concepts. Each 
in its sphere constitutes the outstanding organization 
of the profession. 

The Daily Reporter, Sioux City, Iowa. 


The appointment of a special committee of seven 
to engage in a study of municipal finance and ac- 
counting problems in codéperation with committees 
of other national organizations was announced by 
the American Institute of Accountants. The Insti- 
tute’s committee will undertake other studies in the 
general field of governmental accounting, 

The American City 


The exceptional conditions affecting foreign ex- 
change transactions have caused the special com- 
mittee on accounting procedure of the American 
Institute of Accountants to issue a memorandum with 
reference to the valuation of current assets. The 
memorandum calls attention to the fact that unless 
unusual procedure is adopted, balance-sheets prepared 
in accord with the accepted practice of valuing net 
current assets at the prevailing rate of exchange will 
give an erroneous impression of profit. 

System and Business Management. 


Thirty-two public accountants throughout the 
country were recently admitted as members or asso- 
ciates of the American Institute of Accountants. 
The membership of this organization now totals 
2,298. 

Trust Companies 
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Approval of provisions of the investment bankers 
code of fair practice calling for periodic reports by 
corporations marketing their securities through in- 
vestment bankers was expressed by Frederick H. 
Hurdman, New York, representing the American In- 
stitute of Accountants at the public hearings on the 
code at Washington, D. C. 

The American Banker 


Setting forth the advantages of regular independent 
audits of municipalities as a safeguard to both the 
taxpaying citizen and incumbent municipal finance 
officials, a communication has been received by pub- 
lic accountants of Hartford from the American In- 
stitute of Accountants, national organization of the 
profession, for submission to local city authorities. 

The Daily Courant, Hartford, Conn. 


A plea for the national administration to put aside 
the counsel of inexperienced theorists and to call to 
its aid men who have already performed in the arena 
of affairs is voiced by The Journal of Accountancy, 
official publication of the American Institute of Ac- 
countants, in its issue of December 1. 

Manufacturer and Financial Record, Detroit. ° 


Valuations of inventories, while the gold value of 
the dollar fluctuates, properly should be adjusted to 
the gold value of the currency, according to the 
Journal of Accountancy, the official publication of 
the American Institute of Accountants. The Journal 
does not recommend translating items directly to 
gold value. Where inventories are based on cost, 
gold value should be taken as of the date of pur- 
chase. 

The Commercial Daily News, San Francisco. 


Announcement of the creation of the American 
Institute benevolent fund, for the relief of profes- 
sional accountants of advanced years whom circum- 
stances have deprived of adequate resources, is made 
in a communication just issued to the membership 
of the American Institute of Accountants by the 
executive committee. 

The Times, Indianapolis. 


Supplementing its earlier recommendations for im- 
provement of independent accounting methods and 
principles, the American Institute of Accountants, 
through its special committee on codperation with 
stock exchanges, has submitted for exchange approval 
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a form of auditor's report which would more closely 
define the auditor's liability. 

In an letter to the Institute, the exchange said 
that its committee on stock list was “‘heartily in 
favor” of the form recommended. 

The Bulletin, Providence, R. 1. 


The adoption of uniform auditing methods, 
through the use of a standard form of audit certifi- 
cate approved by the American Institute of Account- 
ants, has been announced by the New York stock 
exchange. 

The Post, Denver. 


Although business profits have badly slumped 
during the world-wide depression, practically all 
nations have found it necessary to increase rather 
than decrease tax rates. In consequence, multiple 
taxation has become an issue of primary importance 
to affected taxpayers. Through a special committee 
the American Institute of Accountants has taken an 
active part in the difficult task of getting remedial 
action. 

The Tax Magazine, Chicago. 


The appointment of a special committee to study 
the provisions of state corporation laws and their 
effect upon the presentation of financial statements 
is announced by the American Institute of Account- 
ants. 

The Commercial West, Minneapolis. 


Proposed rules of fair practice for investment 
bankers, which have been under consideration by 
the board of governors of the Investment Bankers 
Association of America, will, if adopted, accord 
American investors the protection of independent 
audits to substantially as great an extent as does 
the British investor under the companies’ act, ac- 
cording to John F. Forbes, president of the American 
Institute of Accountants. 

Commercial and Financial Chronicle, New York. 


Protest has been filed by the American Institute 
of Accountants with the banking and currency com- 
mittee of the senate against the provisions of the 
national securities exchange bill which would permit 
the imposition of uniform accounting methods upon 
industries, it has been pointed out by C. Oliver 
Wellington, of New York, chairman of the Insti- 
tute’s committee in charge of the matter. 

The Herald, Boston. 
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Conditions arising under the N. R. A. make it 
urgent that industries adopt a uniform fiscal year 
corresponding to the natural season of their opera- 
tions, says a committee of the American Institute of 
Accountants. 

“The need for comparative statistics in the effort 
to codrdinate industries working under codes has 
brought out the advantage of the uniform business 
year,” it says. 

Finance and Industry, Dover, Ohio. 


Following two years of study, originally under- 
taken at the suggestion of bankers, a standard form 
of bank confirmation for use by auditors in con- 
firming certain facts relating to their clients’ affairs, 
is soon to be printed for distribution by the 
American Institute of Accountants. 


The St. Louis Banker, St. Louis. 


Depreciation accounting in the public utility in- 
dustry is scheduled to change radically in New York 
state at the end of next year when a new uniform 
classification system becomes effective. One problem 
raised by the change in accounting classification is 
pointed out by the Bulletin of the American Institute 
of Accountants: 

“The adoption of the ‘straight-line’ method of 
accounting for depreciation appears to be the most 
serious problem presented to the utility companies 
by the new classifications.” 


The Sun, New York. 


With the New York stock exchange as the focal 
point, it is expected that within the year a stand- 
ardized, comprehensive and more accurate system of 
accounting and accounting reports will be developed. 
Through coéperation with the American Institute of 
Accountants, the exchange has set up a group of 
principles, to which all recognized accounting firms 
are expected to adhere. 

The Herald-Tribune, New York. 


In announcing appointments to a special commit- 
tee on public relations, created as an agency through 
which the accountancy profession may direct its in- 
fluence on public affairs, John F. Forbes, president 
of the American Institute of Accountants, declared 
that the present economic tangle offers a challenge 
to the trained accountant. 


The News, Spokane, Wash, 
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News of Local Societies 

California 

Los ANGELES 
Early in the present year negotiations were 
undertaken by the Los Angeles chapter of the 
California. State Society of Certified Public Ac- 
countants with the local public library to take 
custody of the books constituting the nucleus 
of the chapter’s library and providing for the 
maintenance and enlargement of the facilities 
during a five-year period. The chapter has an- 
nounced that arrangements are now complete 
and that a bibliography will soon be published. 


Massachusetts 


The Massachusetts Society of Certified Pub- 
lic Accountants held its fifth meeting of the 
season on March 26th at the Parker House, 
Boston. A nominating committee was elected, 
and accountants recently admitted to practice 
under the state laws were entertained. 

Arthur Stone Dewing, formerly professor of 
finance at Harvard university, spoke on the rela- 
tive value of the balance-sheet and the profit- 


-and-loss statement. 


New York 


Three addresses on the importance of inde- 
pendent audits of municipal accounts marked 
a meeting of the New York State Society of 
Certified Public Accountants held on March 
19th. The speaker were Morris S. Tremaine, 
comptroller of New York state, William R. 
Donaldson, a member of the society and deputy 
comptroller of the city of New York, and G. 
Charles Hurdman, Jr., chairman of the society’s 
committee on municipal accounting and finance. 
Frederick H. Hurdman, vice-president of the 
society, on the same evening made an address 
on the subject over radio station WNYC. 


Pennsylvania 


PHILADELPHIA 

A meeting of the Philadelphia chapter of the 
Pennsylvania Institute of Certified Public Ac- 
countants was held March 21st at the Manu- 
facturers and Bankers club. P. F. Brundage, 
a former president of the Massachusetts Society 
of Certified Public Accountants, spoke on the 
federal securities act and other recent legisla- 
tion for the protection of investors. 


Announcements 


Announcement has been made by Louis D. 
Blum, New York, of his withdrawal as a 
partner from the firm of Watterston & Co. Mr. 
Blum will continue practice under the firm 
name of Louis D. Blum & Co., with offices at 
110 E. 42nd st. 


William R. Winn, Williamsport, Pa., has 
announced the removal of his offices from 317 
Pine st. to rooms 515-516, First National bank 
building. 


Robert J. Bennett, Philadelphia, delivered an 
address on “The accountancy profession and 
present day ogy at the fifteenth anniver- 
sary of the founding of Temple university. 


J. A. Boulay, Minneapolis, is now represent- 
ing the local council of Knights of Columbus 
on the Minneapolis council for adult educa- 
tion. 


James E. Burleson, Dallas, Texas, has been 
made chairman of the auditing committee of 
James M. Cochran camp, Sons of Confederate 
Veterans. 


Eric A. Camman, of New York, spoke on 
April 3rd over radio station WNYC on “Sell- 
ing-below-cost provisions of N. R. A. codes.” 
The program was sponsored by the New York 
chapter of the National Association of Cost 
Accountants. 


J. B. Fenner, Indianapolis, addressed stu- 
dents of the Indiana university school of busi- 
ness, March 26th, on “The presentation of cost 
reports to executives.” 


Louis S$. Goldberg, Sioux Falls, S$. D., ad- 
dressed members of the Kiwanis club of Sioux 
Falls, March 21st, on ‘Constitutional aspects 
of emergency legislation.” 


The March issue of the publication Motor 
contains an article entitled ‘Plain facts about 
keeping books’, by Martin Kortjorn, New 
York. 
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